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THE SCOPE OF BUSINESS STATISTICS.* 
By Roland P. Falkneb, Alexander Hamilton Institute. 



Books and articles upon business topics multiply in these 
days with the rapidity of the traditional rabbit. Among them 
we frequently encounter the phrase "business statistics." Is 
it not time that those who claim to be statisticians should wel- 
come the new comer and find a place for him at the family 
table? In doing so we must not be guided by purely theo- 
retical criteria as to what constitutes statistics, but must con- 
sider whether what passes under the name of "business statis- 
tics" really serves some useful purpose. If it does so, it will 
survive whether it is formally recognized or not. 

It must I think be acknowledged that the term "business 
statistics" is not, as many seem to think, self-explanatory. It 
is true that it has been used rather loosely to designate any 
statistics which are of interest to business. It has been made 
to cover the interest of business men in general statistics, or 
the utilization of general statistics for business purposes. It 
is pointed out that statistics of manufactures, of foreign trade, 
of railways, of banks, prices, wages, stocks and a host of others 
are not only the fruit of business activities but that their con- 
clusions may be helpful in the conduct of business enterprises. 

This is certainly true and points out manifold relations 
between statistical investigations and business undertak- 
ings that the purely academic statistician often overlooks. 
But on the other hand it does not justify the calling of such 
statistics, "business statistics." We have long known them 
under the name of "economic statistics," and knowledge is not 
increased by calling old things by new names. We may admit 
the close relationship between economics and business without 
making the terms interchangeable. There are some indeed 
who, as I think with much justification, call economics "the 
science of business." By such an expression they call atten- 
tion to the fact that economics formulates the general principles 
which lie at the base of all business activity. On the other 
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hand "business" as the word is generally used refers to the 
rules and practice of individual business undertakings. We 
impair the usefulness of language when we obliterate the dis- 
tinctions between different expressions. 

I trust that it will not appear as if these considerations have 
been put forward for the mere pleasure of dwelling upon the 
obvious. There has not been to my knowledge any attempt 
to define "business statistics" and we can only infer what men 
mean by the use which they make of terms. There has been no 
effort of which I am aware to describe carefully the field of 
business statistics, and determine its relation to other fields of 
statistical effort. Perhaps the recent publication of a series of 
essays to which the editor, Dr. Copeland, has given the label 
"Business Statistics" may be deemed the first faltering step 
toward a comprehensive survey of the field. But the very 
nature of the book precludes anything like a well-ordered, 
systematic presentation of the subject. Neither in its plan 
nor its detail will you find a clear-cut conception of what is or 
what ought to be the distinctive field of business statistics. 
You will, however, find innumerable references to the business 
use of general statistics, which if you agree with what has thus 
far been said, ought not to be designated as "business statis- 
tics." 

If this were the only thing that writers call "business statis- 
tics" we could make short shrift with this designation and 
without further ado cast it into the limbo of outer darkness. 
But a study of business literature in its original sources or in 
Dr. Copeland's excerpts shows that "business statistics" goes 
much beyond this. 

We read in one of the essays that Dr. v Copeland has selected 
that "business is more and more probing into the past for a 
solid basis of fact upon which to base future growth." Here I 
think we find a definite concept of distinctive business statis- 
tics — a record of past achievements within a business enter- 
prise so ordered and arranged that it can serve as a basis of 
future policies. 

Here there seems to be a plant indigenous to business and 
unlike any other which the statistical botanist has been called 
upon to classify. Moreover, it has borne rich fruits. 
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Through that constant research into the operations of indi- 
vidual enterprises we are gradually accumulating a large store 
of information on such topics as production, sales, stock turn- 
over, advertising, employment, labor turnover, service ren- 
dered and similar topics. 

It might be objected that however interesting such knowl- 
edge might be, it is individual, not general, and therefore not 
statistical. The objection sounds plausible in suggesting a 
distinction between results of purely casual and of systematic 
observation. But it is not valid in its assumption that sys- 
tematic observation must comprehend the totality of the field 
under review. If we were to make the universality of the 
observation the criterion of what might be called statistics, we 
should have to throw into the discard many well-established 
branches of statistics, especially in the economic field. After 
all the only pertinent inquiry is whether the figures involved 
have been gathered and whether they are utilized in accord- 
ance with sound statistical methods. 

That business in gathering its data is proceeding by statistical 
methods is at once suggested by the phrase before quoted, 
that it is probing into the records of the past. In other words, 
it is not content with present records, is too impatient to wait 
for future results, but is reconstituting as far as possible, past 
experience on a basis which will afford a comparable record. 
Indeed an examination into the concrete materials which have 
been quarried from business records shows that there is greater 
opportunity for statistical comparisons and conclusions than 
would at first glance seem probable. There is not only the 
obvious comparison in time between business results of today 
and yesterday expressed in terms of figures, but also ratios 
which may be established between the different component 
elements of these results, and not infrequently comparisons 
with other enterprises of an analogous character. 

There is not the slightest question in my mind that as stat- 
isticians, we should recognize a field of business statistics, 
which is the natural outgrowth of business administration, just 
as government statistics are the result of political administra- 
tion. It is a familiar fact that statistics as we commonly 
know them have their roots in some administrative necessity 
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of the government, a rule almost without exception. They 
are at once the fruit of government administration and the 
necessary basis for its actions. 

Administration is nothing more than the business of con- 
ducting the government's operations. At a time when sta- 
tistics had their birth the task of government administration 
was probably the biggest form of business. It was, moreover, 
a business conducted through many agents where responsibility 
could only be denned by a system of definite reports and ex- 
tensive records. Now the point which I should like to drive 
home is that, when any continuous undertaking attains a cer- 
tain magnitude of operation, it naturally resorts to statistics. 
It is immaterial whether the undertaking be public, one of 
government, or private, one of business. The magnitude of 
modern business undertakings is therefore the underlying cause 
of the development of business statistics. Not a few of our 
modern enterprises surpass in the extent of their operations, 
many governmental administrations. Private administrations 
of this order feel the same need for comprehensive statistics 
(records of operations) as do nations, states and cities. Thus 
we note a further analogy between business statistics and 
the more familiar government statistics. 

It follows from the fact that business statistics are the out- 
growth of the records of individual business enterprises that 
in their specific content they will be as diverse as the sources 
from which they spring. This does not, however, preclude a 
family likeness in the results obtained from different establish- 
ments in the same line of business activity. Nor does the 
diversity in specific contents render futile an attempt to classify 
the results of business statistics into certain large groups which 
exhibit the scope and possibilities of such statistics. 

To my mind what is most needed in this field of statistics 
today is a clear-cut conception of what the field actually is. 
If the business man has a comprehensive view of the kind of 
information obtainable by statistical research in business he 
can judge more intelligently whether in his own particular 
business he can derive profit from definite information of this 
sort concerning his own operations. Thus an intelligent under- 
standing of what business statistics is may serve to enrich the 



28 American Statistical Association. [28 

product which is now available for practical and scientific 
purposes. 

An examination of the material which has thus far been 
published under the name of "business statistics" leads me 
to believe that it may be summarized as an analysis of three 
things — work done, expense incurred, and service rendered. 

In a factory the work done is represented by the number and 
kinds of its products. Here cost accounting deals with the 
units while business statistics are concerned with the aggre- 
gates. In a sales organization whether it be that of a factory, 
a mercantile establishment or an office (e. g., an insurance 
company), the work done consists of the number of things of 
each kind which are sold. The accountant makes an accurate 
record of the financial results of these operations while the 
statistician takes especial cognizance of the items which enter 
into these results. 

In any business the expense incurred whether it be for 
materials purchased for production, goods bought to be sold 
again, supplies purchased, labor hired or what not, finds an 
expression in the books of accounts. These records are con- 
cerned chiefly with values. The statistician analyzes the 
various items of expense by quantities and kinds', and thus 
supplements the work of the accountant. As a specific illustra- 
tion of this expense analysis reference might be made to the 
careful and comprehensive records which have been developed 
by well organized advertising departments. 

Again business statistics deal with services rendered, and 
this includes the service of employees and the service rendered 
to customers. The books of account tell us, for example, the 
amount expended in labor. An analysis of the persons re- 
ceiving these payments has led in some concerns to an intimate 
knowledge of the labor turnover and to the adoption of busi- 
ness policies designed to reduce it. It has illuminated the 
causes of shifting within the labor force. The sales manager 
who compares the records of his salesmen also analyzes service 
rendered. 

Service to customers has had a careful analysis by public 
service corporations, and banks and many mercantile establish- 
ments have found it profitable to make similar studies. 
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Briefly outlined such seems to me to be the field within 
which we can look for a development of business statistics. 
Just how widely it will be cultivated in the future depends of 
course upon the judgment of the individual business man.. 
But it has been born of necessity, the growth in size of individ- 
ual enterprises. That need according to all the probabilities, 
will be greater in the future than in the past. 

In the field under consideration accounting and statistics 
touch one another closely. Indeed much of our present 
knowledge in this field has been the work of accounting depart- 
ments. So far as this is the case it would be correct to say 
that while some business statistics have been the product of 
accountants, they are not the fruit of accounting. A homely 
illustration will perhaps serve to bring out the close relation- 
ship and the clear distinction between accounting and business 
statistics. One of the most wearisome though essential fea- 
tures in bookkeeping is the making out of invoices. On the 
left hand side of the paper one enters goods, quantities and 
prices which appear only as a means to an end namely the 
money results recorded at the right of the page. Now business 
statistics takes up these neglected elements and analyzes them. 
It speaks in terms of quantities and kinds, while accounting 
deals with values. Each is concerned with business operations, 
but each views them through different glasses. 

The business world is keenly alive to its statistical needs. 
It is much to be desired that the development of its statistical 
products should enlist the interest of trained statisticians and 
not be left entirely to the devices of the accountant, or the 
vagaries of untrained business experts. 



